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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Office  of 
the  Legislative  Auditor  for  the  year  ended  June  30,  1981. 

The  audit  was  conducted  by  Veltkamp,  Dore  &  Co.,  P.C,  CPAs ,  under 
a  contract  between  the  firm  and  our  office.   The  comments  and 
recommendations  contained  in  this  report  represent  the  views  of  the 
firm  and  not  necessarily  the  Legislative  Auditor. 

Our  response  to  the  report  recommendations  is  included  in  the  back 
of  the  audit  report. 

Respectfully  submitted. 


A 


\S 


James  Gillett,  CPA 

Acting  Legislative  Auditor 
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VELTKAMP,  DORE  (j  CO. 

A  Professionol  Corporation 

CERTIFIED  PUBLIC  ACCOUNTANTS  — 


PHONE  406-5871277 


—  MARTEL  PLAZA  BUILDING 

P.O.  OCX  1965 

DOZEMAN,  MONTANA    59715 


To  The  Legislative  Audit  Committee 
Of  the  Montana  State  Legislature; 


We  have  examined  the  financial  statements  of  the  funds  of  THE 
OFFICE  OF  THE  LEGISLATIVE  AUDITOR  for  the  year  ended  June  30,  1981,  as 
listed  in  the  foregoing  table  of  contents.   Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly, 
included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circxamstances . 

In  our  opinion,  the  aforementioned  financial  statements  present 
fairly  the  financial  position  of  the  funds  of  The  Office  of  the  Legisla- 
tive Auditor  and  the  results  of  operations  of  such  funds  and  the  changes 
in  fund  balance  for  the  year  then  ended,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a  basis  consistent  with  that 
of  the  preceeding  year. 


\I^M^^  ^"^  f^ 


Bozeman,  Montana, 
October  13,  1981 
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OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

COMBINED  BALANCE  SHEETS  -  GENERAL  FUND  AND 

GENERAL  FIXED  ASSET  ACCOUNT  GROUP 

JUNE  30,  1981 


GENERAL 
FUND 


GENERAL 

FIXED  ASSET 

GROUP 


ASSETS 
Receivables : 

Deferred  Accounts  Receivable 

Accounts  Receivable 

Other  Accounts  Receivable 
Available  to  Pay  Accounts  Payable 

and  Accrued  Expenditures 
Equipment 

Total  Assets 


LIABILITIES  AND  FUND  BALANCE 

Accounts  Payable 

Accrued  Expenditures 

Due  to  Consolidated  Entity 

Deferred  Revenue 

Total  Liabilities 

Investment  in  General  Fixed  Assets 

Fund  Balance 

Total  Liabilities 
and  Fund  Balance 


$22, 

,759 

86, 

,101 

1, 

,725 

127, 

,514 

$18, 
$18, 

,229 

$238, 

,099 

,229 

$   43, 

,994 

83, 

,520 

87, 

,826 

22, 

,759 

238 

,099 

■0- 


$238,099 


$18,229 


$18,229 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 


OFFICE  OF  THE  LEGISLATIVE  AUDITOR 


COMBINED  STATEMENT 

OF  REVENUES,  EXPI 

■NDITURES,  AND 
AND  ACTUAL 

CHANGES  IN  FUND 

BALANCE  -  BUDGET 

GENERAL  FUND 
FOR  THE  FISCAL  YEAR  ENDED  JUNE 

30,  1981 

GENERAL  FUND 

Budget 

Actual 

Variance 

REVENUES : 

Service  Fees 

Reimbursements  -  Federal  Audit 
Total  Revenues 

$   196,330 

75,980 

272,310 

$   274,058 
123,324 
397,382 

$  77,728 

47,344 

125,072 

EXPENDITURES: 
Audit  and  Examination  Program 

1,496,317 

1,398,078 

98,239 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

(1,224,007) 

(1,000,696) 

223,311 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Adjustments 
Support  From  General  Fund 

12,324 
1,211,683 

12,324 
988,372 

-0- 
(223,311) 

EXCESS  OF  REVENUES  OVER 
EXPENDITURES  AND  OTHER  SOURCES 

-0- 

-0- 

-0- 

FUND  BALANCE,  JULY  1,  1980 

-0- 

-0- 

-0- 

FUND  BALANCE,  JUNE  30,  1981 

$   -0- 

$   -0- 

$   -0- 

The  notes  to  the  financial  statements  are  an  intergral  part  of  this  statement. 


OFFICE   OF   THE    LEGISLATIVE   AUDITOR 

NOTES   TO   THE    FINANCIAL   STATEMENTS 

Fiscal   Years   Ended  June  30,    1980  and  June  30,    1981 


1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 
Basis  of  Accounting 

The  preceding  financial  statements  were  prepared  from  the 
Statewide  Budgeting  and  Accounting  System  with  the  exception  of 
the  financial  statement  for  general  fixed  assets.  The  general  fixed 
assets  financial  statement  was  prepared  from  the  Property  Account- 
ability and  Management  System   (PAMS). 

The  accounting  records  are  maintained  on  the  modified  accrual 
basis  of  accounting.  Modified  accrual  is  defined  as  that  method  of 
accounting  in  which  expenditures  are  recorded  on  the  basis  of 
valid  obligations  and  revenues  are  recorded  when  received  in  cash 
or  collection  is  assured.  At  the  end  of  a  fiscal  year,  all  valid 
obligations  against  an  appropriation  are  to  be  accrued  as  expendi- 
tures as  provided  by  law. 
General    Fixed   Assets 

General     fixed     assets     are     recorded    as    expenditures    in    the 
general    fund    at   the   time   of   purchase.      Such   assets  are  capitalized 
at  cost  in  the  general   fixed   assets  group  of  accounts.      No  deprecia- 
tion  has  been   provided  on  general   fixed  assets. 

The  state's  current  policy  regarding  fixed  assets  requires 
agencies  to  captialize  only  those  assets  which  cost  $200  or  more 
and  have  a  useful  life  of  more  than  one  year.  Accordingly,  the 
General    Fixed    Asset   Group    includes   only    those   assets   with    a   cost 

of  $200  or  greater. 
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2.      VACATION    AND   SICK    PAY 

Liabilities  incurred  because  of  employees'  unused  vacation  and 
sick  pay  are  not  recorded.  The  related  expenditures  are  recorded 
when   paid. 

Permanent  employees  are  allowed  to  accumulate  and  carry  over 
into  a  new  calendar  year  a  maximum  of  two  times  their  annual 
accumulation  of  vacation  and  all  their  sick  leave.  Upon  termination, 
qualifying  permanent  employees  having  unused  accumulated  vacation 
and  sick  leave  receive  payment  of  vacation  on  a  100  percent  basis 
and  sick  leave  on  a  25  percent  basis.  The  amount  of  the  liability 
associated  with  unused  accumulated  vacation  and  sick  leave  on 
June  30,  1981,  is  maintained  on  an  hourly  basis  rather  than  by 
dollar  amount.  The  monetary  liability  is  not  calculated  until  an 
employee  terminates. 

3.  BUDGET    INFORMATION 

The  Office  of  the  Legislative  Auditor  utilizes  a  fixed  annual 
basis  of  budgeting.  Under  the  fixed  annual  method,  appropria- 
tions of  specific  dollar  amounts  are  set  for  each  fiscal  year  of  a 
biennium  by  the  legislature.  Appropriations  control  the  Office  of 
the  Legislative  Auditor's  financial  operations  during  each  fiscal 
year.  At  the  end  of  each  year,  the  remaining  appropriation  balance 
reverts  to  the  fund  of  original  appropriation.  The  reverted  appro- 
priation may  be  used  in  the  subsequent  year  as  authorization  for 
valid   prior  year  obligations. 

4.  ACCOUNTS   RECEIVABLE 

Receivables  are  reported  only  if  collection  is  assured.  The 
remaining  accounts  receivable  are  reported  as  Deferred  Accounts 
Receivable  with  an  offsetting   entry  to   Deferred   Revenue. 
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5.      RETIREMENT   SYSTEM   OBLIGATIONS 

Employees  at  the  Office  of  the  Legislative  Auditor  are  covered 
by  the  Public  Employees'  Retirement  Plan.  This  contributory 
retirement  plan  involves  matching  amounts  paid  by  the  eligible 
employee  and  employer.  The  agency  incurred  pension  plan  costs 
of  $56,125  during  fiscal  year  1980-81.  The  state  contributes 
6.2  percent  of  an  employee's  gross  wages  and  the  employee  contri- 
butes 6  percent  of  his  gross  wages   to  the  plan. 

The  state's  policy  is  to  fund  accrued  pension  costs.  The 
Public  Employees'  Retirement  System  was  actuarially  sound,  at 
June  30,  1980,  the  date  of  the  most  recent  actuarial  valuation. 
The  unfunded  past  service  costs  and  the  actuarially  computed 
value  of  vested  benefits  were  not  readily  available  for  members  of 
the  plan  employed  by  the  agency. 
6.      LEASES 

The  Office  of  the  Legislative  Auditor  leases  word  processing 
equipment  and  a  computer  terminal  from  IBM;  the  office  also  leases 
photocopy  equipment.  These  leases  are  treated  as  operating  leases 
per   FASB  #13  criteria. 

The  equipment  rental  expenditures  for  fiscal  year  1981  were 
$24,226.49. 
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VELTKAMP,  DORE  &  CO. 

A  Professionol  Corporotion 

CERTIFIED  PUBLIC  ACCOUNTANTS  ■ PHONE  406-5fl7-1277  M ARTEL  PLAZA  DUILDING 

P.O.  DOX  1965 
DOZEMAN.  MONTANA  59715 

To  The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


We  have  examined  the  financial  statements  of  THE  OFFICF  OF 
THE  LEGISLATIVE  AUDITOR  for  the  year  ended  June  30,  1981   and  have 
issued  our  report  thereon  dated  October  13,  1981.   As  part  of  our 
examination,  we  made  a  study  and  evaluation  of  the  Agency's  system 
of  internal  accounting  control  to  the  extent  we  considered  necessary 
to  evaluate  the  system  as  required  by  generally  accepted  auditing  stan- 
dards.  The  purpose  of  our  study  and  evaluation  was  to  determine  the 
nature,  timing,  and  extent  of  the  auditing  procedures  necessary  for  ex- 
pressing an  opinion  on  the  office's   financial  statements.   Our  study 
and  evaluation  was  more  limited  than  would  be  necessary  to  express  an 
opinion  on  the  system  of  internal  accounting  control  taken  as  a  whole. 

_    The  management  of  the  Agency  is  responsible  for  establishing 
and  maintaining  a  system  of  internal  accounting  control.   In  fulfilling 
this  responsibility,  estimates  and  judgements  by  management  are  required 
to  assess  the  expected  benefits  and  related  costs  of  control  procedures 
The  objectives  of  a  system  are  to  provide  management  with  reasonable 
but  not  absolute,  assurance  that  assets  are  safeguarded  against  loss' 
from  unauthorized  use  or  disposition,  and  that  transactions  are  executed 
m  accordance  with  management's  authorization  and  recorded  properly  to 
permit  the  preparation  of  financial  statements  in  accordance  with  gen- 
erally accepted  accounting  principles. 

Because  of  inherent  limitations  in  any  system  of  internal  ac- 
counting control  errors  or  irregularities  may  nevertheless  occur  and  not 
be  detected.   Also,  projection  of  any  evaluation  of  the  system  to  future 
periods  is  subject  to  the  risk  that  procedures  may  become  inadequate 
because  of  changes  in  conditions  or  that  the  degree  of  compliance  with 
the  procedures  may  deteriorate. 

Our  study  and  evaluation  made  for  the  limited  purpose  described 
m  the  first  paragraph  would  not  necessarily  disclose  all  material  weak- 
nesses in  the  system.   Accordingly,  we  do  not  express  an  opinion  on  the 
system  of  internal  accounting  control  of  The  Office  of  the  Legislative 
Auditor  taken  as  a  whole.   However,  our  study  and  evaluation  disclosed 
no  condition  that  we  believed  to  be  a  material  weakness. 

This  report  is  intended  solely  for  the  use  of  management,  and 
regulatory  authorities  and  should  not  be  used  for  any  other  purpose. 


(Mr^O. 


'm^  f 


^ 


5ozeman,    Montana, 
October    13,    1981 
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OFFICE  OF  THE  LEGISLATIVE  AUDITOR 
ADMINISTRATIVE  OFFICIALS 
JUNE  30,  1981 


LEGISLATIVE  AUDIT  COMMITTEE 

Senators 
Steve  Brown  (Secretary) 
Matt  A.  Himsl  (Chairman) 
Chet  Blaylock 
Frank  Hazelbaker 

Representatives 

Kathleen  McBride  (Vice-chairman) 

Robert  Anderson 

Jim  Burnett 

Steve  Waldron 


ACTING  LEGISLATIVE  AUDITOR 


James  H.  Gillett,  CPA 


VELTKAMP,  DORE  &  CO. 

A  Professionol  Corporotion 

CERTIFIED  PUOLIC  ACCOUNTANTS  — 


PHONE  406-587-1277 


—  MARTEL  PLAZA  BUILDING 

P.O.  DOX  1965 

DOZEMAN,  MONTANA    59715 


To  The  Legislative  Audit  Committee 
of  the  State  of  Montana: 


We  have  examined  the  schedule  of  project  #79-30-15  costs 
incurred  by  the  Department  of  Administration,  Architecture  and  En- 
gineering Division  for  the  remodeling  of  the  Legislative  Auditor's 
Office  for  the  two  years  ended  June  30,  1981.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  and, 
accordingly,  included  such  tests  of  the  accounting  records  and  other 
such  auditing  procedures  as  we  considered  necessary  in  the  circumstances 

In  our  opinion,  the  schedule  referred  to  above  presents 
fairly  the  project  #79-30-15  costs  for  the  two  years  ended  June  30, 
1981. 


^jMy&yyf 


Q 


'^^^ 


do. 


Bozeman,  Montana, 
October  13,  1981 
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Schedule  I 


DEPARTMENT  OF  ADMINISTRATION,  ARCHITECTURE 

AND  ENGINEERING  DIVISION 

REMODELING  PROJECT  //79-30-15 

OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

FOR  THE  TWO  YEARS  ENDED  JUNE  30,  1981 


Advertising  for  bids  $      50 

Architecture  and  engineering 

supervision  fee  178 

General  remodeling  and 

furnishings  l§i§S5 

$_12.113 
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